COMMONWEALTH OF KENTUCKY
BEFORE THE UTILITY REGULATORY COMMISSION

* * *x * *

In the Matter of:

THE APPLICATION OF WARREN COUNTY WATEPR
DISTRICT, WARREN COUNTY, KENTUCKY,

(1) FOR A CERTIFICATE OF CONVENIENCE

AND NECESSITY AUTHORIZING THE DISTRICT
TO ACQUIRE THE EXISTING MUNICIPAL WATER
SYSTEM OF THE CITY OF SMITHS GROVE, 1IN
WARREN COUNTY, XENTUCKY, PURSUANT TO THE
PROVISIONSE OF CHAPTER 74 OF THE XLNTUCKY
REVISED STATUTES; (2) SEEKING RATIFICA-
TION OF THE EXISTING SCHEDULE OF WATER
SERVICE RATES AND CHARGES OF THE DISTRICT,
AND (3) SEEKING APPROVAL OF THE ISSUANCE
OF CERTAIN SECURITIES.

CASE NO. 7674
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ORDER
Preface
On November 30, 1979, Varren County Water District
("Purchaser'") and the City of Smiths Grove ('"Seller'") filed with
the Commission an application seeking approval of the sale and
purchase of the City of Smiths Grove Water System in accordance
with the terms of a contract dated July 23, 1979.

This matter was set for hearing at the Commission's offices

in Frankfort, Xentucky, on January 25, 1980. All parties of in-
terest were notified with the Consumer Protection Division of the
Attorney General's Office being permitted to intervene in this
matter. At the hearing certain requests for information were made
by the Staff. This information has now been received and the entire

matter is now considered to be fully submitted for a final determina-

tion by this Commission.

Findings in This Matter

The Commission, after a review of the record and being fully

advised is of the opinion and finds:

(1) That for the purpose of transferring all of the water

system facilities of the City of Smiths Grove, the Seller and the

Durchaser have entered into an Agreement dated July 23, 1979, a




copy of which is attached hereto and made a part hereof as
Appendix ""A". By said Agreement, the City of Smiths Grove agrees
to sell and the Warren County Water District agrees to purchase
all assets of the City of Smiths Grove Water System. Further,
that the Purchaser will assume the liabilities of the Seller with
respect to the Seller'smunicipal water system.

(2) That the assumption of the Seller's liabilities may
be carried out by the discharge and cancellation of the Seller's
existing Waterworks System Revenue Bonds in the amount of $296, 000
and issuance by the Purchaser of identical new Water Revenue Bonds
on a basis of parity with the currently outstanding Water Revenue
Bonds in accordance with the terms of the Basic Bond Resolution
adopted by the Purchaser on May 15, 1974.

(3) That for financial reason, the transfer should be
effective as of the close of business on December 31, 1979.

(4) That the Purchaser is ready, willing and able to
provide for the operation and maintenance of the existing water
system in the area set forth in the application.

(5) That the sale of the Smiths Grove Water System does
not adversely affect the public interest and should be approved.

(6) That the customers of the Seller will be charged for
water service in accordance with the approved rate schedules of

the Purchaser.
(7) That the Purchaser should file with the Commission

the appropriate journal entries effecting the purchase of the
Smiths Grove Water System.

Orders in This Matter

The Commission, on the basis of the matters hereinbefore
set forth and the evidentiary record in this case:

HEREBY ORDERS that the Warren County Water District 1is
hereby authcrized to purchase the Smiths Grove Water System in

accordance with the terms of sale as set forth in the Agreement




dated July 23, 1979, and attached hereto and made a part hereof

as Appendix "A".
Done at Frankfort, Kentucky, this 19th day of February, 1980.
UTILITY REGULATORY COMMISSION

BZQ/ g
CHAIRMAN v //f

e

COMMISY10

ATTEST :

SECRETARY
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County, Kentucky.

. Chapter 74,'and has, sxnce ltS date, occupled an encomnassed'terrltory

 sub tantlally contlguous to the terrltorv of the Cxty of Smxths Grovejj

DATED FEBRUARY 19, 1980.
~. AGREEMENT
THIS AGREEMENT made and entered into this ZLs_day of ¢
1979, by and between THE WARREN COUNTY WATER DISTRICT, hereinafter
sometimes referred to as the "District, a water district duly organized
pursuant to KRS Chapter 74 and situated in Warren County, Kentucky; and
THE CITY OF SMITHS GROVE, KENTUCKY, hereinafter sometimes referred to as

the "City", a duly organized city of the fifth class situated in Warren

WITNESSETH

WHEREAS, the District is a duly organized and existing water
district pursuant to the statutory laws of the Commonwealth of Kentucky,
including particularly, Chapter 74 of the Kentucky Revised Statutes. SaT
watér di;trict having been created by the County Court of Warren County,

Kentucky for the public purposes inter alia set forth in said KRS

and;

WHEREAS, the City is a duly organized and existing city
of the fifth class pursuant to the Coastitution of Kentucky and the
statutory laws of the Commonwealth of Kentucky, including particularly,
Chapter 81 of the Kentﬁéky Revised Statutes, and as such, is authorized

to supply the residents of said City with potable water and;

VHEREAS, the City in its capacity as the owner 6£ the Smiths
Grove water system and the District perform similiar public purposés and
each occupying an encompossed territory substantially contiguous to the
territory of the other ang;

WHEREAS, the Commissioners of the Warren County Water District
and the Board of Trustees of the City of Smiths Grove have, upon due
consideration, by unanimous resolution, determined that the most successf
ané property attainment of the public purposes for which the said Distric
was created would be served, enhanced and simulated and that the best
interest of the citizens of the City of Smiths Grove, to which the City
owes a duty, would Le best scrved by the acquisition by the said Warren

County Water District of the Cities said water system, and;
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WHEREAS, the District has the requisite expertise to manage
said water system and is presently in the process of expanding its realm
of operations throughout that portion of Warren County in which the
City of Smiths Grove is situated and;

WHEREAS, the District is desirous of acquiring said facilities
and of assuming all of the City's said obligations and responsibilities
for providing the citizens of the City of Smiths Grove, a regqular, potal

water supply.

NOW THEREFORE, for and in consideration of the mutual covenan'

and agreéments hereinafterxr set_forth, the Warren County Water District
agrees to acquire and the City of Smiths Grove agrees to convey, subjec
to the terms hereof, all assets of the City of Smiths Grove water syste
In order to effectuate, implement and carry out this transaction, the
parties do hefeby covenant and agree, each with the other as follows:

e 1. cownx'z‘xo\:s PRECEDENT ' TO - ACQUISITION‘:-__‘-‘_,'-'-‘_'_""‘ N

”FE“ﬁ:”]E)“Pursuant ta>the pr0v1510ns ‘of KRS '96. 540 the Board of
Trustees of the City of Smiths Gro e, Kentucky, shall put to the voter:
of said City, the question of wvhether of not the voters consent to the
sale of the City's water system to the Warren County Water District by
placing on the ballot at the next gen2ral election to be held in the s
City of Smiths Grove, the following question: "Do you Consent to the
Acquisition by the Warren County Water District of all assets and all
liabilities and obligations of the City of Smiths Grove water system"?
Said Trucstees shall further comply with all applicable provisions of
KRS 96.540 and KRS Chapter 424 relating to notice of the election as
set out therein. |

(b) Upon final tabulation of all the votes cast in said
election, if a majority of the total number of the legal voters voted
in said elcction approved the transfer of the City's water system, th
within ninety (90) days of the certifictior of the election the City :
transfer to the Warren County Water District all of the City's said
water facilities, real, personal and mixed, wheresoever situated and
debts due to the said City of Smiths Grove for operation of said wate
system on whatever accounts, if any, and all other choses in action.

Said transfer shall be dcemed to-have been made and 511 assets shall

deemed to have been tranferred to and vested $in the Warren County Wat
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District, without\fu{ther official act or action of either of the partie
to this agreement upoﬂ\the effective date of said transfer as hereinaboyv
set forth. The City of Smiths Grove, in order to effectuate this trans-
action, shall execute a blanket trancfer of easement for all easements
owned by it, as well as a general warranty deed of conveyance and bill o
sale, for all real and personal pfoperty owned by it to the Warren Count
Viater District.

(c) Should a majority of the voters casting ballots in said
election not approve the transfer of the City's water system to the Warrg

County Water District, then and in that event, this Agreement shall be

null and void and of no further force and effect.

2. Upon the date for closing as hereinabove set forth and
simultaneously with the acceptance by the District of the blanket transf
of easement, deed of conveyance and bill of sale, the District shall

1mred1ately becone responsxble for and assume,_ all of the Ilabxl

°f‘€qé Clty Of Sm*thsmGrove watef SY “ém in the “same manner'as:iim'L'

- . L= P Bl

sa1d Dlst*1ct had 1tse1£ 1ncurred a1l ;uch lxabxlzties.

3. The City of Smiths Grove water system has from time to tim
issued it's Revenue Bonds and same, in a number of different series
are outstanding at this time. The City of Smiths Grove hereby warrants
and represents that ail of such securities are presently owned and held
by agencies of the United States Government. It is the intent of the
parties to this Agreement that all bonded indebtedness of the said City
of Smiths Grove water system be assumed by the Warren County Water Distr
either by actual assumption of same or by the discharge and cancellation
and issuance of identical new bonded indebtedness of the Warren County
Water District on a pari passu basis to be issued to substitution theref
Vinen sa"d City of Smiths Grove shall cooperate with the Warren County
Water District in securing approval from such agencies of the Feaeral
Government as are the owners of the various issues uof Revenue Bonds cf
said City of Smiths Crove, if deemed necessary by the Warren County
Water District.

Should the present owners of the various issues of Revenue Bon
of the said City of Smiths Grove not consent to and approve the assumpti
or exchange hereinabove contemplated of their said Bonds, then and in th
event, this Agreement shall be null and void and of no further force and

effect,



4. The City of Smiths Grove viarrants, covenants and represent
to the Warren County Water District that it is a duly organized city of
the fifth class pursuant to the Constitution of the Commonwealth of
Kentucky and the applicable statutory law, that it is not subject to any
restrictions resulting from any Court actions, judicial or administrativ
order, consent decree or restrictions of a contractural nature, which
would prevent or adversely effect the consummation of this Agreement
and that it has good and marketable title to all the real, personal and
mixed property owned by it and reflected in the balance sheet of the cit
of Smiths Grove water system, dated 30 June 1979, subject to no mortgage
liens, charges, pledges or enoombrances of any kind, or defects of any
nature whatsoever, except as set forth in said balance sheet, a certifie
copy of said balance sheet is attached hereto marked Exhibit "A" and

incorporated herein as if copied in full

' S.h City of Smxtﬁs Grove further warrants and represents ;.,h'

Ly _:—..-—_x
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'“-to the Warren County Water ﬁ;strxct that - 1t has, 1n all mater1a1 or . R
respects, performed all-obllgatxons required to be performed by it to da
pursuant to any contracts to which it is a party and it is not in defaul
in any material respect, under any contract or other document to which i
is a party or by which it is bound.

6. All of the property, réal, personal and mixed wheresoever
sicuated, used and usable by the City of Smiths Grove water system and
the conduct of it's public operations shall pass to and become the
property of the Warren County Water District.

7. The City of Smiths Grove water system warrants and represe
to the Warren County Water District that since the date of the financial
reports and balance sheets mentioned in paragraph 4 hereof, there
has not been:

1. Any material adverse change in the financial conditio
or position or in the operations or public business, other than expressl
disclosed pursuant to this Agreement.

2, Any other event, occurrance, transaction or condition
of any character pertaining to and materially and adversely effecting
the results of the operations and the public business, financial positio

and financial integrity or prospects of the said City.
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8. As of the date of this Agrcement, there is no pending
nor to the knowlédge of any of the Trustees of the City of Smiths Grove,
any threatened claim?xlitigation or administrative proceeding, inquiry
or investigation against tﬂé said City, jindividually or with respect
to the properties of éhe said City or the acts of the Trustees of the Ci
by any person, corporation, firm, governmental agency, governmental
officer, bond holder, indenture trustee or any other entity which might
result in any material adverse change in the financial position, busines
standing, assets, éroperties or operations of the'city of Smiths Grove,
or materially interfere in the future with the continued public operatio
of the City of Smiths Grove water system. —.

9., An authorized r. presentative of the Warren County

Water District shall have full and free access during normal business

hours to all propérties, book, contracts, documents and materials of the
City of Smiths Grove water system. Each party shall furnish the other

1n£ormation thh the respect to the affairs and bu51ness of the other paj
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'whlchfsame may reasonably rGQUest. = - ""f 'foZ'"? T ST e AT
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'_;T; 10.--Each of- the parties ‘shall’ carry on its ?é;béctive pﬁblic;

business and bus‘ness endeavors in substantlally the same manner as

heretofore, subject to the restrictions specifically enumerated in chis

Agrcement,

11. Each party to this Aéreement shall muintain and keep its
physical operations, equipment and properties in as good repair, working
order and condition as at present, except for depreciation dué to ordina:
wear and tear and damage due to casualty. All such property shall be
continually insured as at present and Fidelity and Guaranty Bonds as
currently in a force shall continue to be carried on personnel of each
party presently so bcnded.

12. Each of the parties to this Agreement shall perform in du
and propcr form and manner all of their obligations under legal contract
lcases and other documents relating to its properties and business.

13. The closing transaction contemplated by this Agrecement
shall tare place on cr before ninety (90) days from tuhe date of
certification of the election set forth in paragraph Z-és hereinabove.
Said closing shall take place at the offices of the Warren County Water
District, 920 Fairview Avenue, Bowling Green, Kentucky or such other

location as may be agreed to by both parties.
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14. The obligation of ecach of the parties to this Agreement
are subject to the satisfaction at or prior to the closing date of the
following conditions.

(a) The representations and warranties of each of the parties
to this Agreement to the other shall be true and correct as of the
closing date, as though such representations and warranties were made at
and as of the closing date.

(b) Each of the parties to this Agreement shall have performe
and complied in al)l material respects with all ot their respective
obligations under this Agreenent, which are due to be performed or.
complied with by such parties prior to or on the closing date.

(c) At and as of tho closing date, no litigation, proceedings
investigation or inquiries shall be pending or threatened by aoy person,
firm, corporation, governmental agency, or governmental official to

enjoin or prevent the consummation of this transaction.

15 On the effectxve date of the closing, the Warren County_;

; . — ) Ty et e v . — -—

-

'.Water D;strlct shall possess all of the rlghts, pr1v11eges,_powers,"

franchlses and trusts and f1duc1ary dutmes, powers and oblxgations, subJ

to all the restrictions, disabilities and duties of each of the parties
to this Acreement and all and singular the rights, privileges, powers
and franchises and trusts and fiduciary rights, powers, duties and
obligations of each of the parties to this Agreement shall be vested in
the Warren County Water District and all property rights, privileges,
powers, franchises and all and every other interest shall be thereafter
as effectually the property of the Warren County Water District, as they
were of the City of Smiths Grove watcr system, provided however, that al
rights of creditors and all liens upon any property of either of the
parties shall be preserved and unimparied and all debts, liabilities and
duties of the parties shall thenceforth attach to the Warren County

Water District and may be enforced against it to the same extent, as if -

~such debts, liabilities and duties have been incurred or contracted by

the Warren County Water District. Upon the effective date of the transf
of the facilities owned by the City to the District, the rates to be
charged all users, previously served by the City and now to be serviced
by the District for use ﬁwwatet and sewer facilities shall be those
rates in fo;ge and effert on-said~effectiverdaterof transfer;-charged

County Watex Distrct for all other users of its said water

ard sewer Zacilities.




) " ' Insofar as this Agrcement contemplates the assu&on by

”

Warren County VWater District of an incrcased indebtedness and insofar

as same may be necéssary, the Petition shall be presented to the
Public Service Commission of the Commonwealth of Kentucky requesting
said Commission's approval of the acquisition of assets and liabilitie
of the City of Smiths Grove water system by the Warren County Water
District. The City of Smiths Grove shall cooperate with the District
in securing agrproval of the Publiu Service Commission of this transacc
- if deemed necessary by the District. Should the Public Service '
Commission disapprove this transaction, then and in that event, this
Agreement shall be null and void and of no further force and effect. -
l6. The City hereby affirmatively represents that it will
grant to the District such franchises, easements, rights of way, and
other rights as may be deemed necessary by the District for the
District’s operation of its water system in the city of Smiths
Grove, Kentucky, and further agrees that it will execute any and all

o e

oo documents, resolutlons, ordlnances and agreements whldh may be if .

A

xequested to "effectuate the purposes'contemplated by thls égreement;.f
IN TESTIMONY WHERECF, the parties hereto have executed

this Agreement in one or more counterparts for the signature of the

Chairran of the Warren County Water District, attested by it's

Secretary and the Chairman of the Board of Trustees of the City

of Smiths Grove, attested by its Secretary, as of the day and date

specifically set forth on Page 1 of this Agreement.

WARREN NTY WATER D T IC
-
BY: 7 et
CHAIRMAN

ATTEST.

‘Zé PY 15 i
SECRETARY

CITY OF SMITHS GROVE, KENTUCKY

BY: g*;:f,zg / ,é5 ;‘4:&61«;’
CHAIRMAN OF THE BOARD OF TRUSTEES

ATTEST:

- - Z)
SECRETARY




